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All of the cities surveyed by us each 
month have shown sizable drops in real 
estate activity since reaching their 
peak in 1946. The 3 cities that have 
experienced the greatest percentage 
drop in real estate activity are New 
York City (-64.2%), Kansas City, 
Missouri (-59.5%) and Portland, 
Oregon (-54.9%). Syracuse, New 
York, with a drop of 29.4%, has shown 
the smallest decline. In contrast with 
these drops in activity, the national 
activity index is down 39.2%. 
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ping for three years, a great deal of 





nN 
9. 





4 4 - 


haps the biggest help to real estate 





+ 


- ” sales, particularly at this time, is 


FORECLOSURES | listing the property at a fair price. 
Plot itn 35 This is fundamental at all times, but it 
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wants to list his house for sale at $20,000 and the broker tells him that the price 
should be nearer to $17,500. If the broker refuses to accept the $20,000 listing, 
the seller takes his listing elsewhere. The second broker accepts the $20,000 
listing (also knowing it is too high) and is unsuccessful in selling the property in a 
six-month period. During this six months the market price of the property has 
fallen to $16,000. If the first broker could have convinced his client that his prop- 
erty was overpriced, and listed it at its market value, he could have probably made 
the sale and saved his client the $1,500 loss - in addition to making the commission 
on the sale. By not agreeing on a listing at market value, the first broker and his 
client took a combined loss of approximately $2,375. Therefore, by failing to secure 
the listing at a reasonable level, the broker not only lost a sale, but actuaily ren- 
dered a disservice to his prospective client. 


During the month of April, real estate mortgage 
REAL ESTATE activity dropped to its lowest level since October 
MORTGAGE ACTIVITY 1945. While real estate activity reached its peak 

in May 1946, mortgage activity’s peak came in 
April 1946 and stayed on a fairly level plateau during that year, declining slowly 
during early 1947. In the last part of that year it started climbing again to within 
a point or two of its 1946 peak. Since January 1948, however, the mortgage activity 
index has fallen rapidly from 197.0 to its latest reading of 145.5. 


In the first quarter of 1949, the number of nonfarm mortgages ($20,000 or less) 
recorded was 9.75% below the first quarter of 1948. The number of mortgage loans 
made by banks and trust companies declined by the greatest percentage (18.3%) 
and the number made by insurance companies declined the least (4.3%). The num- 
ber of mortgage loans made by mutual savings banks increased in the first quarter 
of 1949 over the first quarter of 1948 by 9.3%. 


The number of dwelling units in applications for 608 loans has increased once 
again. During 1947, 608’s covered nearly 140,000 nonfarm dwelling units. In 1948, 
this figure dropped to less than 81,000. During the first 4 months of this year the 
applications for 608’s covered 90,000 units. This is more than the entire preceding 
year, and is an increase of 75% over the total of the first 4 months of 1948. Al- 
though 608 is scheduled to expire on June 30, 1949, some similar measure is likely 
to be enacted within a short time of that date. 


The percentage of loans insured by FHA continues to increase. In 1946 the FHA 
insured about 10% of the nonfarm residential units that were started, in 1947, 27%, 
in 1948, 31.9%, and the rate through the first 4 months of 1949 is 32.4%. This cur- 
rent percentace is almost identical with the proportion of total nonfarm units insured 
by the FHA during 1939 and 1940. 


It is difficult to foresee any appreciable increase in mortgage activity and the 
competition for loans will probably grow more intense. Under the press of com- 
petition and a falling real estate market the race for mortgage business may well 
lead the unwary to the steps of the court house a few years hence. This does not 
mean that lenders should retire into their shells. Sound loans can and should be 
made. Generally speaking, the thinner the equity, the faster should be the pay-off. 
Appraisals should be on the conservative side and the financial background and 
prospects of the borrower should be carefully scrutinized. 
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INCREASES IN BUILDING COSTS SINCE 1939 


(SAINT LOUIS) 


SIX-ROOM BRICK HOUSE 

(FRAME INTERIOR)* 
Content: 23,100 cubic feet 

1,520 square feet 

Cost 1939: $ 6,400 

(27.7¢ per cubic foot; $4.21 per square foot) 
Cost today: $14,702 

(63.5¢ per cubic foot; $9.67 per square foot) 
INCREASE OVER 1939 = 129.9% 





FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square feet 

Cost 1939: $ 5,440 

(21.8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $12,856 

(51.6¢ per cubic foot; $11.04 per square foot) 
INCREASE OVER 1939 = 136.2% 











SIX-ROOM FRAME HOUSE* 

Content: 25,376 cubic feet 

1,650 square feet 

Cost 1939: $ 5,894 

(23.2¢ per cubic foot; $3.57 per square foot) 
Cost today: $14,485 

(57.0¢ per cubic foot; $8.77 per square foot) 
INCREASE OVER 1939 = 146.0% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 

Cost 1939: $3,117 

(25.6¢ per cubic foot; $3.14 per square foot) 
Cost today: $7,567 

(62.4¢ per cubic foot; $7.62 per square foot) 
INCREASE OVER 1939 = 143.0% 





*Costs include full basement, 
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FRAME RESIDENCE BUILT 
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BUILDING COSTS OF A STANDARD SIX ROOM 
IN ST. LOUIS 
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We have commented before on the danger of being too cautious. Every day that 
passes will call for a little closer figuring - and the line of demarcation between 
caution and timidity will become more obscure. By all means, do not cross to the 
timid side. 


3 = During May the foreclosure index maintained its 
FORECLOSURES snaillike pace of 3.5 foreclosuresfor every 100,000 

nonfarm families. However, the lengthening shad- 
ow of delinquencies is a harbinger of more foreclosures to come, Lenders are re- 
porting increasing difficulty with pay-offs and delinquencies of 3, 4, and even 5 
months are beginning to be sprinkled through the loan files, 


The cost of building ourthree guinea pig houses in 
CONSTRUCTION COSTS St. Louis declined minutely again during June. 
These small drops are shown below: 


Standard Standard 5-room 6-room Cali- 
6-room frame brick veneer fornia bungalow 
May 1949 cost $14,509 $12,869 $7,596 
June 1949 cost 14,485 12,856 7,567 
Drop 24 13 29 


These drops caused by small reductions in some plumbing and millwork items 
indicate that there is still plenty of buoyancy in construction costs, We believe that 
7 * these costs will continue to inch downward for several months and that toward the 
end of the year, more worthwhile reductions will become apparent, 


The number of nonfarm dwelling units started in 
RESIDENTIAL May increased more than 10% over the number 
CONSTRUCTION started in April, The estimated total of 95,000 is 

exceeded by only 4 other months in the last 10 
years. Although the number of starts in May 1949 was some 5% below the number 
started in May 1948 (100,300), it was 30% above the 72,900 units started in May 
1947, the year the housing boom really started to roll. 


The record for the entire year, however, does not compare so favorably with 
1949, although it improves as the year progresses, The number of starts in each 
month of 1949 is compared below with the corresponding month in 1948, 


First 
Jan, Feb. March April May 5 months 
Se 466s26eeeeu" 53.500 50,100 76,400 99,500 100,300 379,800 
SEE eo ocerecewe 50,000 50,400 62,000 86,000 95,000 343,400 
% change from 1948 . -6.5% +0.6% -18.9% -13.6%  -5.3% -9.6% 
a e In order to reach a total of 850,000 units during 1949, the number of starts 


| will have to average about 72,300 per month for the balance of the year. In 1948, 
_ the number of starts averaged almost 79,000 for each of the last 7 months, We 
have felt for some time that the residential construction volume of 1949 would be 
| below that of 1948. Although we think that the relationship between the two years 
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will end up more favorably, we do not expect the 1949 construction volume to equal 
that of 1948. The margin may be as high as 75,000 to 80,000 units, 


Despite the continuing slump in business, personal 
BUSINESS income in April was at an annual level of $213.7 

billion. Although this is 3.3% below the peak level 
of $221.0 billion reached in December 1948, it is 2.5% above the figure of $208.6 
billion of April 1948. The annual rate of nonagricultural income in April was over 
4% above the same figure for April 1948. We have pointed out before the dangers 
of becoming over-pessimistic regarding the course of business in 1949. We have 
said many times that while this year would not shine so brightly as last, it would, 
nevertheless, be a good year for general business, We still feel that way about it. 


Although the wholesale price index has fallen 8% 
PRICES from its lofty August 1948 peak, the retail price 
index has moved down only a grudging 2%. 


This variation in the degree of the decline between the two indexes may be par- 
tially accounted for by the fact that the items considered in compiling the indexes 
are different in some cases. Most of the variation, however, is probably caused by 
efforts on the part of retailers to keep inventory losses down by cutting prices just 
as little as possible. Since inventories are now low, in some cases on a “hand-to- 
mouth” basis, we can expect more of a decline in retail prices before long. 


In April, wholesale building material prices were down only 2% from their 
September 1948 peak. Wholesale lumber prices had shown the greatest drop by de- 


clining 9.1% from their peak, Paint and paint materials were next with a drop of 
5%, iron and steel down 1.7%, brick and tile down 1%, and cement, no decline. In 
April it was still at its peak price. All of these materials did not reach their price 
peaks at the same period, so the percentage drops have occurred over various 
lengths of time. We think that these declines will continue during the balance of the 
year, and that toward the last quarter they may drop a little faster. We doubt, 
however, if any really worthwhile savings can be accomplished by postponing build- 
ing only until the end of the year. 











